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is not the comparison between Sd. last year and 6d.
this year, but the comparison between 8d. and other
prices last year and the comparison between 6d. and
other prices this year. For it is these relationships
which are significant for conduct. It is these relation-
ships alone which imply a unitary system of
valuations.1

At one time it used to be thought that these
difficulties could be overcome by correcting individual
prices for variations in the "value of money". And
it may be admitted that, if the relations between each
commodity and all the others save the one under
consideration remained the same, and only the supply
of money and the demand or supply of this particular
commodity altered, such corrections would be suffi-
cient. If, that is to say, the original price relation-
ships were

and in the next period they were

then matters would be simple, and the comparison
would have some meaning. But such a relationship is
1 On all this, the classical discussion is still to be f onnd in Samuel Bailey's
chapter (op. c#., pp. 71-93) "On comparing commodities at different
periods". Bailey overstates his case to this extent, that he does not mention ^
prospective value relations through time (see below, p. 61 ). But in every other
respect his position is unassailable, and his demonstrations are among the
most elegant to be found in the whole range of theoretical analysis. Even
the most blase, could scarcely resist a thrill at the exquisite delicacy of his
exhibition of the ambiguities of the first proposition of Bicardo's Principles.
It was one of the few real injuries done to the progress of Economic Science
by the solidarity of the English Classics that, presumably because of its
attacks on Ricardo and Malthas, Bailey's work was allowed to drop into
neglect. It is hardly an exaggeration to say that the theory of index number
is only today emancipating itself from errors into which a regard to Bailey's
main proposition would effectively have prevented it from falling.